
 

 

 

 

 

CHAPTER 1 

Introduction 

1.1 INTRODUCTION TO MARKET SEGMENTATION  

 The concept of market segmentation was first introduced by Wendell R Smith 

(1956). According to him market segmentation involved viewing heterogeneous market 

as a smaller number of homogenous markets, in response to differing preferences, 

attributable to the desire of consumers for more precise satisfaction to their varying 

wants. Thus a market segment consist of a group of customer who share a similar set of 

want (Kotlar). 

It did not take a long time to become one of the much discussed concepts of marketing. 

Market segmentation is an essential element of marketing in industrialized countries 

and market segmentation research may be one of the richest areas in marketing science 

in terms of scientific advancement and development of methodology (Wedel and 

Kamakura, 1999). If properly applied marketing segmentation would guide companies 

in tailoring their product and service offerings to the groups which are most likely to 

purchase them. (Yenkelovich and Meer, 2006) 

In order to identify market segment several approaches may be adopted. One of the 

most common ways of segmentation is through demographics, i.e segmenting on the 

basis of variables like age, gender, education, income and other such characteristics of 

human beings. These variables are directly measurable and information regarding these 

variables can easily be collected from municipal or government registers.    

The marketers soon understood the limitations of clustering people in terms of flat 

demographic data when the choice of consumption depends mostly on non-

demographic terms. Kotler, in his book Marketing Management furnished an example of 

Ford Motor Company where the company designs Mustang automobile to appeal to 

young people who wanted inexpensive sports car. But it was found that many Mustangs 

were purchased by older buyers.  It then realised that the target market is not 

chronologically young but the psychologically young. Such examples are abundant in 

marketing.  
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